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The ‘Welfare State’ at the State Level 


It May Be the Prelude to a Full Service Structure 


by Joun F. SLY, Director, Princeton Surveys 


For the past fifteen years America has developed the welfare state concept, with an 
accelerating emphasis upon federal activity. Current legislative proposals reflect a parallel 
development at the state level. If this trend continues, the long-run evolution of the welfare 
state with its emphasis upon security, may blend into the full-service state with emphasis 
upon complete public coverage of citizen needs. This raises great questions: Can federalism 
survive this trend? Can free enterprise avoid socialization? Can a self-sustaining citizenship 


be maintained? “No man,” 


he is going.” 


said Oliver Cromwell, “goes so far as he who knows not whither 


| E eons the past decade and a half, the concept of the “welfare state” has assumed an 
increasingly significant place in the social and political thinking of America, and has pro- 
foundly influenced the fiscal policies of government. This trend has been variously defined, but 


a recent summary statement will suffice: 


Historically, what the welfare state undertakes 
is to give real equality of opportunity so far as 
that is possible, to undermine monopoly, to 
equalize actual burdens, to safeguard the com- 
monwealth in natural and human resources. It 
attempts to do this by regulating economy, by 
planning for economic and social development, 
by protecting men and women in their civil 
rights, by safeguarding the health and intelli- 
gence of the people.’ 


Almost invariably, this broad concept is linked 
with the growth of the federal government. Almost 
invariably also, it speaks in large social values and 
minimizes economic values. The New Deal of 
Franklin Roosevelt and the Fair Deal of Harry 
Truman are two facets of the movement which in 
its dramatic impact has dwarfed into insignificance 
the welfare activities of the 150,000 units of state 
and local government in the United States. Recent 
appraisals are, therefore, concerned almost exclu- 
sively with the activities of the national govern- 
ment—a natural reflection of the sheer magnitude 
and scope of federal expenditures and of the com- 
pelling position Washington has evidenced in such 
areas as social insurance and public power. 


At the national level today, attention is focused 
on Administration proposals calling for an exten- 





1 Henry Steele Commager, “Appraisal of the Welfare 
State,” The New York Times Magazine, May 15, 1949. 
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sion of the welfare state. The program provides 
federal aid for education, a federal health program 
including compulsory health insurance, a public 
housing program, and a proposal for government 
construction of steel plants. The first three of these 
would involve varying degrees of financial and ad- 
ministrative cooperation between the federal gov- 
ernment and the states. If enacted, they would 
again reflect the persuasive influence of central 
authority in a steadily expanding movement toward 
full coverage and federal power. 


But the predominant role of the federal govern- 
ment has by no means precluded significant devel- 
opments at the state level. Both recent and current 
legislative activity may point to a resurgence of 
state initiative in new areas such as cash sickness 
benefits and to the expansion of old and accepted 
services such as education and public health. Stim- 
ulated and even alarmed by an ever-emerging fed- 
eral dominance, and with an eye cocked expectant- 
ly toward an “election year”, states are embarking 
upon or are considering new and significant pro- 
grams in the welfare field. 


STATE DEVELOPMENTS 


A recent factual survey has been made by the 
Tax Foundation of welfare state activities in 28 
states covering the period from the beginning of 
their 1949 legislative sessions through the first 
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week of April. This preliminary survey was not 
intended to be definitive, but it covers activities in 
ten broad categories ranging from compulsory 
health insurance to miscellaneous proposals such 
as those calling for a Merrimack Valley Authority 
in New Hampshire. 


Compulsory Health Insurance 


The survey reveals that bills providing for com- 
pulsory health insurance have been introduced in 
four states—California, Connecticut, Rhode Island, 
and Wisconsin. In California two important bills 
have been presented to the legislature. Both cal] for 
extensive services including medical, surgical, den- 


ing with private insurance carriers or of self- 
insurance in the state fund. The Washington act calls 
for a 1 per cent payroll deduction, but also allows 
insuring under a comparable private group plan. 

In Massachusetts the Governor recommended a 
system of compulsory health insurance for indus- 
trial workers and their families “to provide our 
people with cash sickness benefits and insure their 
receiving adequate medical care.” In Minnesota 
two bills have been introduced which provide a 
schedule of benefits to individuals who are disabled 
or ill, the amount and length of benefits compar- 
able to unemployment compensation payments. One 
bill provides for a 1 per cent payroll tax on the 
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tal, and hospital care. Costs of the plan would be 
borne jointly by the employer and employee. It is 
significant that the Governor of California spon- 
sored a health insurance measure four years ago 
and that an interim committee also recommended 
such legislation. 


The health insurance proposal that has been 
made in Rhode Island would also involve joint 
financing by employer and employee. In the Con- 
necticut proposal costs would be borne by the em- 
ployer alone. 

In Wisconsin measures have been introduced by 
members of both parties, providing for health in- 
surance to cover non-job-connected accidents and 
sickness. One bill would require coverage by a 
compulsory state-administered plan, while another 
would permit the alternative of private insurance. 


Cash Sickness Benefit Programs 


In this new area three states had already enacted 
legislation—Rhode Island, California, and New 
Jersey. This year New York and Washington have 
enacted cash sickness benefit programs. The New 
York law allows the employer the option of insur- 
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employee, and the other provides for 4 of 1 per 
cent each from employer and employee. 


Public Housing 


This activity seems to be of significance in 17 of 
the 28 states, with action ranging from the pro- 
posal stage in Massachusetts and Michigan to enact- 
ments in Kentucky, New York, and Wisconsin. For 
the most part, the legislation calls for appropria- 
tions or bond issues to aid in constructing low-cost 
housing. 

In New Jersey a special session of the legislature 
has referred the question of a $100 million bond 
issue to provide “safe and sanitary” housing in 
blighted and substandard areas to the voters in the 
November election. 


In California 85 bills were before the legislature 
which dealt in some manner with public housing, 
none of which had passed both houses by April 8. 
Part of the proposals are to be carried out by a 
community development program and agency, and 
administered by anticipated federal funds. In 
November, 1948, the voters defeated a program for 
$100 million of state housing by about 2 to 1 
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(which may reflect the attitude of many voters who 
demand services but who are reluctant to foot the 
bill). 

In New York three bills sponsored by the admin- 
istration were passed to submit three housing prop- 
ositions to the voters at the 1949 general election. 
One of the bills authorizes a $300 million housing 
bond issue; the second increases the maximum 
annual subsidy amount payable by the state from 
$14 million to $25 million; and the third permits 
the state to contract in any one year for subsidy 
payments up to $2.5 million instead of $1.5 
million. 


Old Age Pensions 


Pensions to all aged persons without regard to 
need have been proposed in three states. In Con- 
necticut a $173 million a year old age pension has 
been introduced, but apparently without any sub- 
stantial backing. In Missouri a similar proposal is 
likewise considered unlikely to pass. The estimated 
annual cost of this proposal is $185 million (total 
state expenditures in 1947 were $157 million). In 
Montana a bill was killed which would have result- 
ed in an increase in old age assistance payments to 
$100 per month, at a total annual cost of some $85 
million. 


Public Assistance 


In 20 of the 28 states, legislatures have dealt 
with major proposals in the public assistance field; 
seven states have passed legislation. Arizona has 
enacted a proposal estimated to cost an additional 
$1 million annually (in addition to October, 1948, 
legislation which increased public assistance costs 
by $3 million annually). In Arkansas state appro- 
priations for public welfare purposes for the 1949- 
1951 biennium have been increased by 67 per cent 
over the current biennium. In Illinois a new fea- 
ture has been added in old age and blind assist- 
ance payment ceilings; a compromise to the com- 
plete removal of ceilings is an act providing $65 
per month with a sliding maximum, to be adjusted 
up or down semi-annually in the amount of $1.00 
for each three full points of change occurring 
in the Consumers’ Price Index for Chicago. In 
New Jersey a concurrent resolution passed the 
Assembly memorializing Congress to increase the 
federal contribution for old age assistance. 


Unemployment Compensation 


The survey reveals that significant legislation 
has been introduced in 19 states on the subject of 
uncmployment compensation and its expansion. 


Most of the proposals call for increases in weekly 
benefits of $2 to $5 with some as high as $10 
(Illinois and Michigan). The greatest that has 
been enacted into law is a $5 increase in Min- 
nesota and Wyoming. 


Other proposals would provide for an extension 
of unemployment compensation to groups of 
workers not covered at the present time. One bill 
was killed in Montana which provided for extend- 
ing coverage to farm workers. In Massachusetts a 
legislative commission has recommended that cov- 
erage be extended to state and local government 
employees; a similar proposal has been made in 
Connecticut. California proposals would cover the 
same two groups plus domestic servants. 


Bills introduced in Connecticut, Illinois and 
New York would provide for unemployment ¢om- 
pensation payments to persons idle because of 
labor disputes, 


Education 


At least nine of the states covered in the survey 
have been considering major legislation on educa- 
tion. Many of the proposed bills would cover 
adult, vocational and higher education; several 
covered such items as school lunch programs. 
Several bills in California propose free lunches to 
all school children; one would include school em- 
ployes in the free lunch program. In Minnesota 
bills have been introduced which would authorize 
local school districts to construct or purchase 
homes for teachers. In New York th: program to 
establish a state university, includi1,* community 
colleges with state aid, was advanced this year 
with an appropriation of $12 million. 


Public Health 


At least 12 of the state legislatures have been 
considering proposals in the public health area. 
Many of these would call for the expansion of 
existing services. In Wisconsin, however, there is 
a bill pending which would appropriate state funds 
to be used as a subsidy, up to $1,800 each to en- 
courage doctors to move into rural areas; this pro- 
posal has the support of the state medical society. 
In Connecticut a bill has been introduced ‘provid- 
ing scholarships for the training of nurses at 
state expense, at an estimated annual cost of 
$450,000. 


Hospitals and Institutions 


Bills or acts in 13 states call for marked expan- 
sion in this activity. Many proposals, such as those 
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in California, are concerned with mental cases, 
cancer patients, and alcoholics. In Idaho and 
Wyoming acts have been passed authorizing in- 
creases in property tax levies for support of county 
hospitals. In New Jersey the legislature passed an 
act providing for a referendum on a $25 million 
bond issue for new construction and improvement 
of existing facilities in state hospitals and other 
institutions; a 1948 law was extended for another 
two years permitting all municipalities not having 
municipal hospitals to determine amounts of 
appropriations needed to be made for private 
charitable hospitals, both for treatment of indigent 
patients and for general support of private hos- 
pitals. 


Miscellaneous 


Miscellaneous bills in 9 states covered such 
items as the establishment of Merrimack Valley 
Authorities (New Hampshire); child care centers 
(California and New York) ; child guidance centers 
(New Jersey), and state youth commissions (Illi- 
nois and Wyoming). In Kentucky a proposal 
was made by the Mayor of the City of Louisville 
to buy the Louisville Railway Company. The in- 
come was to go to the University of Louisville. 
This plan was supported by both political parties 
but opposed by labor; the plan estimated to cost 
$7 million was not adopted. 


IMPLICATIONS OF THE SURVEY 


In Table A is presented a summary of a state- 
by-state basis of the status of the legislative pro- 
posals in ten broad categories. From the tabular 
summary and from the examples of state action 
already presented, several conclusions are obvious: 

1) The greatest activity is in the more 
highly industrialized states—California, Con- 
necticut, Illinois, New Jersey, and New York. 

2) Many of the proposals are of the 
“crack-pot” variety and had little or no hope 
of passage when introduced. 

3) Many are aimed at refining or extend- 
ing existing programs and in some cases 
reflect the pressure of rises in the cost of 
living—unemployment compensation and pub- 
lic assistance. 

4) In terms of quantitative effort (not too 
reliable an index), the greatest activity lies in 
public assistance, unemployment compensa- 
tion, and public housing—in that order. It 
would appear, however, that public health and 
medical care constitute the leading problem, 
with welfare and housing ranking next. 
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5) Federal leadership is of signal impor- 
tance in every area. Even in the Miscellaneous 
column, the proposed Merrimack Valley 
Authorities in New Hampshire have been 
labeled “a New Hampshire T. V. A.”, some of 
the housing bills anticipated federal action in 
that field, and the Hill-Burton Act certainly 
stimulated state activity in the hospital field. 

6) A few states have assumed leadership in 
such areas as cash sickness benefits, and a few 
parallel the federal government in considera- 
tion of compulsory health insurance. 

7) The survey was not intended to be de- 
finitive and hence did not cover every area 
that might be included in the term “welfare 
state.” For example, in the civil rights field, 
several states have adopted comprehensive 
civil rights laws which supplement or parallel 
in part the proposed federal civil rights legis- 
lation. 


TOWARD A FULL SERVICE STATE? 


This survey plus any review of recent and 
long-range developments would seem to support 
the belief that great pressures exist in favor of the 
development and extension of the welfare state in 
America. The internal improvements policy of 
John Quincy Adams and Henry Clay, the develop- 
ment of regulatory agencies in the late nineteenth 
century, the Square Deal of Theodore Roosevelt, 
the New Freedom of Woodrow Wilson, the New 
Deal of Franklin Roosevelt—are some of the his- 
torical precedents. Each of them represented 
nationalizing influences and hence changed the 
character of our federal system—but none of them 
carried the great economic and political implica- 
tions of the present trend. 

If this trend continues, what are its implica- 
tions? One observer, Mr. Commager, after describ- 
ing the development of the American welfare state, 
said: 

Whatever this may be, it is not socialism. 
The essence of socialism is the public owner- 
ship and management of the means of produc- 
tion, capital, land, and property, by the state. 
Soviet Russia is, in large measure, a socialist 
country. Britain and Scandinavia are as yet far 
from true socialism. By contrast the United 
States retains, even after two generations of 
public regulation, even after sixteen years of 
the New Deal, an economy of private enter- 
prise. By contrast—the American program re- 
mains a conservative one, and it is proper to 
add, a democratic one. 


There are many who would disagree with this 


© 














$ 
NN 
~ 
= 
— 
~ 
& 
he 
~~ 
ma 
ky 
x 
= 
Pa 
™ 


° 
° 
° 
° 
° 
° 
° 
° 
° 
° 
° 
° 
° 
° 
° 
° 
° 
° 
° 
° 
° 
° 
°o 
° 
oO 
° 
° 
° 
° 
° 
° 
° 
° 
° 
° 
Oo 
° 
° 
° 
° 
Cc 
° 
o 
co 
° 
° 
° 





umouyun 
Qo1}1UIUI0D UL PoIp 


6 6 
V 
(¢) 
(S$) @ 
(S$) q 
(€) 4 
(bv) @ (vb) €tV 
(S) 4 
(Z) 4 
(¢) @ 
(Ss) 4 
(¢) @ 
(1) @ (1) @ 
(S$) q 
(S$) @ (Ss) q 
Vv 
snooue| uorjeonpy 
“POST 
ol 6 


(S) 
(P) 





‘6b6[ 07 10LId sme, pojdope puejsy spoyy pue Aosiof Moy] ‘BrUIOFITR™) < 





party (¢) pasodorg — 5) 
Ajayyy you = (Z) ita — a 
4px (1) py—vV 
:odesseg jo aouey:) :a8B1¢ DAITB SISA] 
: puaza] 
ral €I 6l 0Z € 
ake, V 
(S) @ 
V V 
(¢) @ 
(S) @ (Ss) @ (Ss) 4 
(1) @ (S) a (1) @ 
(S$) @ (S) 4 (S$) q (S$) q 
V 
(b) @ (b) d (v) @ 
(S) @ V (2) €*V (S) 4 
(S$) @ (S$) tv 
(g)atv (€) atv (¢) q 
(S) @ (S) @ (%) 
(S) q (1) d (S) @ 
(Ss) 4 (Ss) 4 (1) 4 
8) (S) 4d (S) q 
V V 
V (b) 
(S) @ (S) @ 
(¢) @ (%) a (7) a°V 
(€) tv V (¢) @ V 
(S) @ (Ss) q (Ss) @ (1) @ (S) @ 
(S) @ (S) @ (S¢) @ (S) @ 
V 
(¢) d (¢)ad'v (€) atv 
4ijeeyH suorjny uonesued 90ue suoIsuad 
orqng -qsuy pue “U10"), JUSUT “sissy 23V-PIO 
sjeidsoyy -Aojdurou yl) oqng 
8 L 9 S Vv 





6v6l ‘Ss [dy 
ayeig Aq ‘aBesseq jo saoury’) pure saqyeig gz ul sjesodorg aAtyeISIZ9] GPG JO 29RIC 


V a1avVy, 


Se EMT RR Se ne 


Li 


(¢) @ 
Vv 
(¢) 4 


() a 
(I) @ 
(Z) @ 


(Ss) € 


MO ee UU 


e 
=== 


Sulsnoyy 
mnqnd 


€ 


“BIVP BPI t 


S91BIG JO “ON 
Suraod 


UISUODST AY 
uoPUTYsE A 
qf) 

moqag Fes 
Pay re 
viueaAsuuag 
RUIOYe| yO 

ord 

Buljore’) Yon 
yiox MIN 
Aasiaf MAN] 
airysdurepy MANj 
BuByuol 
LINOssTjy 
ROSOUUTA 


uestyorW 
syesnyoRsse yy 
pue Arey 
,Ayonqjuay 
BMO] 
stoul||] 
oyep] 
epHoly 
mnoteuUN') 
BIurIO FITS) 
sesuByly 

* puozlIy 





6 P 
(Ss) 4 
Vv 
Vv (Z) 
(vb) dV 
(1) @ 
(¢) @ 
(S$) @ 
9 
(2) @ 
(S) @ (S) @ 
(Ss) @ 
zZsyeueg eoueBinsuy 
S89UA9IS yaeoH 
yse) Aiostnduio’) 
Zz : I 





31 





TAX REVIBW,:JUNE 1949 





coe eo eo eo oc oo eo eo eo oOo oO oO oO eo oOo oO oO eo eo eo eo eo eo OOOO kOe ee Oe OO 8 


evaluation, and it is pertinent to raise these ques- 
tions: 


a) Are we not tending to nationalize such 
services as health, education, and housing? 


b) Is such natienalization of services a 
prelude to the socialization of the economy? 


c) Is such nationalization of services com- 
patible with our federal system? 


There can be no doubt that there is a great 
nationalizing movement underway and that health, 
education and housing are current examples—but 
merely forerunners of a far-reaching development 
which may ultimately embrace a full service struc- 
ture. There is also a somewhat naive feeling—as 
reflected in Mr. Commager’s statement—that social- 
ism “is the public ownership and management of 
the means of production, capital, land, and prop- 
erty by the state.” This may well have been true 
of the simpler economy of the 19th century, but 
recent developments have introduced a somewhat 
different concept. Socialism was and is a control 
concept, and control was long associated with 
ownership. But it is no longer necessary to own 
in order to control. Regulatory devices that can 
prevent the acquisition of equity capital, restrain 
the distribution of profits, or prevent capital 
expansion are quite as effective control devices as 
ownership. Does anyone think that public utilities, 
insurance companies, railroads and banks are not 
highly socialized today? If I may control rates, 
earnings, determine taxes, establish exemptions, 
maintain minimum wage policies, and restrain the 
distribution of profits—you may have the title 
deed. 

The question raised with respect to our federal 
system is equally difficult to answer. A national 
interest in health, education, and housing, among 


other services, has been expressed in many pro- 
posals before the Congress. Does this national 
interest, if accompanied by national subsidies, 
policies, and administration, mean that state initia- 
tive is dead? The current legislative activity would 
indicate that this is no longer in doubt. State legis- 
latures may and have seized the initiative in sig- 
nificant areas. Federal leadership is still extremely 
significant and cooperative federalism as embodied 
in grants-in-aid may receive new application in the 
years ahead. The big question is how much re- 
sponsibility will be retained at the state and local 
levels in the policy aspects of these vital programs. 
Certainly the trend toward nationalizing such serv- 
ices as health will emphasize the shift toward a 
unitary state; increasingly, the national govern- 
ment will set the tone for the entire federal sys- 
tem; and a generation or two hence may witness 
the decline of the individual states in favor of 
some brand of regional governments. 


And finally there is a little matter of economics 
—a matter so frequently glossed over by those 
whose eyes are on the stars. The most frequent 
question asked about government today is this: 
Where are these huge public expenditures to stop? 
Nor is it asked entirely or even primarily from 
a selfish motive. With it are other questions which 
show deep-seated apprehension over problems 
more vital even than increased services. Can full 
production and full employment be maintained 
through a publicly sustained economy? Can lower 
grades of service be substantially raised without 
lowering the higher grades of service? How much 
of the national income and expenditure must be 
left in private hands to assure a free enterprise? 
Before abandoning the federal principle, before 
expanding the welfare state, before setting our 
course toward the full service state let us answer 
some of these. 





